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Re: Mobi1eMedia Corporatiolt sill.. (WT Docket No. 97.115)

Dear Mr. Chairman and Commissioners:

RECEIVED

JUL - 7 1997

FEDERAL COMMUNICATIONS COMMISSION
OFFICE OF THE SECRETARY

Punuam to Paragraph 19 of the Stay Order c:mered by the Commission on JUDI 6, 1997.
MobileMedJa submits thia monthly statui report as to the props of tb£ banIauptc:y proceedings:

1. PROCEEDINGS IN TIm BANKRUPTCY COURT

ProceMiDIS in the Bankruptcy Court in June involved numerous matiODl reJatinl to compUu.ce
with the FCC sray order. stabi1i2ation of the Debtors' busiIlesl, improviq the Debtors' business
operatioDS and preparing for the pJJn of reorlanizatiou process. On June 4, haarinp were condneted

in the Bankruptcy Court on several motions that had prcviDWIly bceIl filed by MobileMcdia. TheIe
motions and their disposition are u fonews:

1. Debtors l Motion to BxtaId the Excl'Ulive Periodl Durin. Which the Debtors May PDe a Plan of
B;QIlaniptiov Ind SgJjclt ACS_Dtc of Such Plm

• After ncaotiationa among the Debtors. the Official Committee of Unsecured Creditors,
and the Debtors' Lenders. the Court iranted the Debtors I 9O-day extenaion of the
exclusivity period to file a plan, to AUl\lst 29, 1997, without prejudice to the Debtors·
right to seek further eJtWlliol1l. The exc1uaivity period iJ the Wtia112O-day period
prescribed by the Bankruptcy Code cluring which only the Debtors may file I plan of
reorpnization. The solicitation period was concomitantly extended to October 30,
1997.
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2. Debtors' Motion for an Order Agprovinl EmplQ)'lPcpt A&Icmc:nt wjth Ronald R. Grawen

•. The Court approved the terms of Mr. Gtawert's employment u Chief Executive Officer.

3. DebtQIs' Motion tor an Order AwrOYina Emgloymem Aarrcmcnt with Jospb A Bondi

• The Court approved the terms of Mr. Bondi's employment u Chairman-Restn1Cturmg.

4. Motion tor an Order Authorizing the Debtgn to Implement an Effeetjyc Date Bonus PmlIam

• The Court approved aboDU! program providing for the payment of bonuses to certain of
the Debtors I executives upon the Bffective Date of a plan of reorpnizat:iml. The
amount of the boDDJ pool 11 related to the lIreorpnj1,tion value" of the Debtors, which
value will be determined by the Court upon confirmation ofa plan of reorpnization or
by reference to the consideration received pum1IDt to a sale of Mobi1eMedia to a third
party.

S. Application for Order Authoriziq Employment of The Blacbtmle Group L.P, as Financial
AdyilQt bY tho pebtpn

• This motion was adjourned to afford the Debtors additional time to formulate a fee
struetl1re far Blackstone', inveetment bankiol services that WII acceptIb1c to the
Debtors' Leader. and Creditor.' Committee; as of the date of thiI report. an qrecmcut
has beal reacIled on • fee structure, and a reviled agreement win be prcacntrd to tbe
Bankruptcy Court for approval.

In addition to the fotclOilll, several motions were filed with the Ban1auptcy Canrt in June aDd
set for bearing in luly aDd ADgust:

1. Debtors I Motioll tor a Preliminary InjUlM:don StayiJJ8 or ElljoiniDa the CoiltinuatiOD of Certain
Securities Litigation PendioS in the United States District Court for the District of New Jersey

• This moti~ which wu filed on June 13, seeks a declaration that all SCCUtitiellitigadon
pendJnl apinat certaiD of MobileMedia's current aDd fonDa' officett and directort is
stayed pUl'S11aDt to the autmnatic: stay provisions of Section 362 of the Bankntptr:y Code.
It baa been set for hflarinl before the BanIa11ptcy Court on Au" 1, 1997. The bula
of the motiOIlt in essence, is that the Debtors, who arc also named defendants in the
actions, arc the real party ill interest in the litiptioD and. therefore, ab:houp. the aetious
are stayed as against the Debtor., the litiption should be stayed u apiDst the officers
and directors to avoid prejudice to the estate and distraction from the reorl.nization
process.
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1. Debtors' Motion for an Order Enjoining Certain Transfers of the Stock of MobUeMedia
Catpora!iQA

• In furtherance of the Commission's Iune 6 Order, the Debtors rued this motion 011 Jtme
23 seeking a court order prohibiti0l noc:k trading by MobileMedia1a curreDt officers,
directors, aDd senior manaSeri. This motion hu been set for hearma on July 11. Prior
to the filing of the motion, and imn1ediate1y upon issuance of the June 6 Order, the
Debtors' officers. directors~ and senior managers were informed of the terms of the JUDe
6 Order and directec1 not to eople in any stock trading.

3. Motion for an Order Authorizing the Debtors to Employ Mercer Manasement CoDau1tina II
ConmJtaIlts

• ThiI motilm WII filed on JUDe 19 aDd seeklauthority to employ manalemem consultants
to help analyze and improve the Debtors' customer service aud marketing fUnctioDI.

In adclitioD, several monon. ,were approved by die BaDkmptq' Court in June rclaQq to leases
of non-residential real property pumw1t to whid1 che Debtors 1eae certain office space and rower
sites. These modems indudcd tbc rejection of 1lUlDl:l'0001cuc:l and the assampdon of a lease in
Houston, Texas.

U. PROGRESS TOWARDS A PLAN OF REORGANlZAnON

AI previou.s1y indicated to the CommistJOII, the first step in the procesl of fotmglariDI a plan of
reorpnization is the determiDatioD II to which buliDaI solution (u1e to a third-party or ..staDd-alonctt

reorganization) will produce tbe hip_ enterprise value for MobileMedia'. creditors. This process is
actively UDderway. The Debtors' fiDaDdIl adVisor, The B1acbtone Gtoup, hal been engaled in
analylis of the Debtors' busiDeu.

In additioD, preliminay diSCUllioal took pIKe in 1uDe with the Debtors' J.eoden and with the
Creditors' Committee pertaining to the termI of a "stalJd.a1oDe- plan of reorpnimOll, i.e., a plan tbat
would effect a transfer of ownership o( the company to its crcditon. These discussiODI are oqoq.
The Debtors' manalemem and Tbe Blacbtone Group alIo held Prdiminuy diJcussionl with several
prospective third~party purchuers of MobileMedia. Those dilcUllicms ate contimIiDl as well. with
several meetings scheduled in July.'

m. FINANCIAL PERFORMANCE

1 Becau!e The BlackstonA: Group aDd the Debtors believe it would be detrimeDta1 to the plan proceu
to disclose the identities of the third-parties with wbom the Debtots have met aD4 the decaill of thoae
discussions, the foreaoing description is, by necessity. summary in nature.
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The Debtors are required to file Monthly Operating Reports with the Uniled States Trustee.
The Monthly Operatinl Report provides information relating to the company t S financial performance
for the prior month. A copy of the Debtors' Monthly Operatinl.Report for May, 1997. which W3I

filed on July I, is ~ttaehecl hereto.

IV. OTHER DEVELOPMENTS

1une 16 was the last day for creditors to file proofs of claim with respect to their pt.petition
claims apinst the Debtors. Over 2.000 claims wetl! filed. The Debtors are eValuating tile validity of
fl1ed claims. with the aoal of resolving II many claims at possible without litiption.

It' • It'

We hope that this iDlonnatiml ia he1pf1ll. WbiIe a baDluUptey of this mapitUde presents alarp
range of issues to deal with. it is our hope to cotJdude the bankruptcy pros-Una (aDd to present to the
Commission aDd the Bankruptcy Court a plan of reorpdzatiOll) U expeditiously u possible. If we can
provide any addltio.oal information or if you. have any qucstiODS with tePId to the torcaoinl. please let
mekDow.

cc: William B. Xcnnard. Elquire
D8Die1 Phythyon. Bsquiro
David Solomon. Esquire
Roaalliu1 IC.. Allen. Esquire
Gary SChOlllDlD. Esquire
John J. lUffer, BeqWre
John Harwood. Esquire
Philip Spector. Esquire
Dennis Corbett, Baquite
Michael Hay!, Esquire
Mr. William Caton (for incluaion with WT Docket No. 97.11.5)
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FEDElW. COMMUNICATIONS COMMISSION
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OFFICE OF THE U.S. TRUSTEE - REGION 3
MONTHLy OPERATING REPORT

For the month ended May 31, 1997

Debtor Name: MobileMedia Corporation et al.

Case Number: 97-174 (PJW)

Document Previously Explanation
Required Attachments: Attached Submitted Attached

1. Tax Receipts ( ) (X) (X)

2. Bank Statements ( ) ( ) (X)

3. Most recently filed Income Tax Return ( ) (X) ( )

4. Most recent Annual Financial Statements ( ) (X) ( )
prepared by accountant

IN ACCORDANCE WITH TITLE 28, SECTION 1746, OF THE UNITED STATES
CODE, I DECLARE UNDER PENALTY OF PERJURY THAT I HAVE EXAMINED
THE FOLLOWING MONTHLY OPERATING REPORT AND THE ACCOMPANYING
ATTACHMENTS AND, TO THE BEST OF MY KNOWLEDGE, THESE
DOCUMENTS ARE TRUE, CORRECT AND COMPLETE.

RESPONsmLE PARTY:

r-:::::::~ \C.~
SIGNATURE OF RESPONSIBLE PARTY

David R. Gibson
PRINTED NAME OF RESPONSIBLE PARTY

Senior Vice President/Chief Financial Officer
TITLE

June 30, 1997
DATE
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OFFICE OF THE U.S. TRUSTEE - REGION 3
ATTACHMENT

For the month ended May 31, 1997

Debtor Name: MobileMedia Corporation et al.

Case Number: 97-174 (PJW)

1. Payroll tax filings and payments are made by Automated Data Processing, Inc. (an outside
payroll processing company). Evidence of tax payments are available upon request.
Previously, the Debtors filed copies of such evidence for the third quarter of 1996 with the
US Trustee.

Please see the Status of Post Petition Taxes attached hereto for the month's activity.

2. The Debtors have 63 bank accounts. In order to minimize costs to the estate, the Debtors
have included a GAAP Statement of Cash Flows in the Monthly Operating Report. The
Statement of Cash Flows replaces the listing of cash receipts and disbursements, copies of
the bank statements, and bank account reconciliations.
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OFFICE OF THE U.S. TRUSTEE - REGION 3
CONDENSED CONSOLIDATED
STATEMENT OF OPERATIONS

For the month ended May 31, 1997

Debtor Name: MobileMedia Corporation et al.

Case Number: 97-174 (PJW)

See Statement of Operations for reporting period attached.
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HEADNOTES:

nit! closing oftlte Financial Statements ofthe Debtors for the year ended December 3 I, 1996 has not been completed Therefore,
in addition to tlte adjustments reflect~dbelow, the Flltancial Statements inclu.ded in this Monthly Operating Report do not
rejled the effed ofother adjustmnus for the year ended December 31, 1996, which adjustments will be material.

The Debtors believe that there will be adjustments to their Accounts Receivable, Inventory. FIXed Assets, Intangible Assets and
Depreciation Expense. Ther~ will also be adjustments to certain other accounts as a resulJ ofth~ Debtors' filing for protedion
under Chapter 11 ofthe US Bankruptcy Cod~ on January 30,1997.

(1) The Company made adjustmnus to rejled the recording ofan allowance for estin1JlJ~ddisparities betw~en recorded
rev~nues and colkd;ons in th~ amounts of$2.0, 54.0 and S10. 1 million in th~ months ofMay, April and March, resp~dively. Of
tlte S10.1 million adjustment in March. 56. 7 million relates to January and February 1997. Accordingly, resulJsfor the month
ofMarch 1997 are not indicaJive ofth~ Debtors' underlying performance during that month.

(2) Inclu.des an adjustment ofapproxinuztely 51.0 million to decrease Cost ofProducts Sold during th~fust quart~rof1997.
Such adjustment is offset by a r~dud;on in an Inventory reserve established as ofDecember 31,1996. See Headnot~1 to the
Consolidated Balance Sheets.

MobileMedia Corporation and Subsidiaries
Consolidated Statements of Operations

For the Months Ended May 31,1997, April 30, 1997 and March 31,1997
( Unaudited)

( in thousands)

May April March
1997 1997 1997

Paging Revenues
Service, Rents & Maintenance (1) $43,599 $42,597 $36,633

Equipment Sales
Product Sales 2,039 2.930 3,853
Cost of Products Sold 2,011 2,515 2,808 (2)

Equipment Margin 28 415 1,045

Net Revenue 43,627 43,011 37,678

Operating Expense
Service, Rents & Maintenance 14,154 12,284 11,307
Selling 6,110 5,971 7,015
General Administration 15,518 17,458 16,795

Operating Expense Before Depr. & Amort. 35,782 35,713 35,117

EBITDA Before Restructuring Costs 7,845 7,298 2,561

Restructuring Costs 1,473 1,891 1,841

EBITDA after Restructuring Costs 6,371 5,408 720

Depreciation 8,705 11,017 9,784
Amortization 9,232 9,232 9,233

Total Depreciation and Amortization 17,938 20,250 19,017

Operating Loss (11,567) (14,842) (18,297)

Interest Expense 5,277 5,056 5,194
Other Expense 0 1 0

loss Before Income Tax Benefit (16,843) (19,898) (23,491)

Income Tax Benefit 0 0 0

Net loss (SI6,843) (519,898) (523,491)

See Accompanying Notes.
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OFFICE OF THE U.S. TRUSTEE - REGION 3
CONDENSED CONSOLIDATED BALANCE SHEET

For the month ended May 31, 1997

Debtor Name: MobileMedia Corporation et al.

Case Number: 97-174 (PJW)

See balance sheet attached.
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T7u dosUt~ oftlu FinQllCU>i SlaUnulf1:S of tite Debt8n for tite ye_ Ufud D«unDO' Jl, 1996 "as IfO( b..n compieutl. Therelore, Uf

addiAt>n (0 tite tuijrutmUfi$ ,.fleaed bdow, tite FUftlllt:ilJls_ indlulvl Ut tlti.r MllnDily OpO'tltUft: Report do not refha tlu
<flea ofotitO' tuijlutmellUlor tite ye", Ufud DecunDD' J I, 1996, witidt~ tMJl be nlIIUriiJL

The Debtor. belUve titat tltere ..uJ be tuijlUtltlUJb to tileit' Acu","" RectliwlJlk,I~, Fixed Assm tIIIdI_~ Assets. ThO'e
..uJ co be tJdj..-na to cUfJlilt odoer ""co","" _ • ,aMil ofdoc Dcbton' ji/ilrr j",1WfIUCIU>" IUltUr CItYllr II ofdie us
BiIIIJa"ptq CotU "" J"""." JO, 199'!.

(I) Refhct. "" ypraximatc SJ.O nMIJU1" redat:IiD" Ut ." IlfWIf/IIry ""-ce C#IIbIidcti at December J I, 1996. Sec HClllbroU 1 to
CDmtllidiludS_"i$ ofOperatiDlU.

(2) Reflect. tJdjustmcllU to prm.lUly reported &lMtce S"ut*-jDr _,.IJ.. priM til May 1997, CDlUUliltr III(I) ." tuIi- Ut M/II't:1I IIf
yprGlCilrttlkly Sl.I mi/Ji.oll to Utae,," Accrued EJcpaucs ud Odtcr Our"'" l.UtJIiJiIia, refhdillr • rMew"f""""'"" JHIYfIJM utidie KCI'I&III
01cutI1tUIlUfUI""" u Df DecunDer J I, 1996, IJIId. cII"apo""'r Utaeu" Ut PrDJID11 tIIId EquiplM"(, Nd, (ii) ." IM/jtuIIncIft Ut April III
yp,oxinuItcly SO. 1 mi/Ji.o" to tUaeae Accrued ExJUlUcs ""d Odtcr C,,""'" l.iiI/NIiIics, refht:lint " ,Mew ojtlt:CO","" payllbU ""t/ die tlt:era.
olcertoilf 1UfUI1I_ as DfDecunDu JI, 1996, IJIId .t:O"apo"""r tkaeueUt PrDpDf1 tIIId EquiplMlll, Net, tIIId~." IIdj_Ut
April Dj yprllXimatdy SI. 0 ",;nu,,, to durease Propcny ""d EquiplMlll, Nd, refht:linr" cllrret:IiD" Ut tlte reportUrt oj tlte April fUula, ""d
g correspo,,"'!: Utcreae Ut tlte AcclUflllillUd DejU:il- Po# PdilUllI.

MobUeMedla CorponlJon and Subsidiaries
Consolidated aalance Sheets

As of May 31,1997, April 30,1991 and March 31,1991
(UnaUdited)

(in thousuds)

MayJI
1997

April 30
1997

MarcIt 31
1997

Aum:.
Cumnt Asse13'

Cash
Accounts Receivable, Nel
InvenlOry
Prepaid Expenses
Other CWTC1t1 As£cts

Total Current Assets

NQow[[cnt N$els"

Property and Equipmenl, Net
Dcfcm:d Firwlcing Fees, Net
Invesanenl In Nel As£cts Of Equiry AfIiIWe
Intangjble Assets, Nel
Other As£cts

Total Noncurrent Assets

Total Assets

Llabl!ltln and Stockholdeo' Equily:
L1abll!tlca Not Sublect to Compromls:

DIP Credit Fac:iliry
Acaued Rcslnll:lUring Costs
AcclUCd Wages, Benefits and PayroU Taxes
Accounts Payable - Post Petition
Accrued Interest (CIwe &: DIP Facililies)
Accrued E.xpcnscs and Other CIIrTCIlI Uabililics
Advance Billings and Cuslomer Deposits

Total Liabilities Not Subject To Compromise

Llabllitln Subject 10 Cgmpromise'
Accrued Wages, Benefits and Payroll Taxa
Chase Credit Facility
NOICl Payable - 10 1/2%
NOICl Payable - 9 3/8'"
Noles Payable - Yampol
Noles Payable· Dial Page 12 1/4'"
AcelUCd Inlerest On Noles Payable
Accounts Payable- Pre Petition
Accrued Expenses and Other ClIrTCIlt Uabilitia • Pre Petition
Other LUbililics

Total Liabilities Subject To Compromise

DeCeaN Til Uability

Stgcl!bgldcrs' Equity
CLau A Conunon Slock
Class B Conunon Slock
AdditiorW Paid-In Capil.\l
Accumulated Dcticil • Pre Pctition
Accumulated Deticil - Posl Petition

Total Stockholders' Equity
Less:
Treasury Slock

Total Stockholders' ~:quily

S5,I50 S10,523 S14,444
89,019 89,704 94,742

9,090 10,535 10,150 (1)
1,108 1,281 1,322
3,391 3,510 2.612

101,158 115,619 123,340

330,422 336,348 (2) 342,992 (2)
26,815 27,369 21,923

2,208 2.180 2.152
1,012,566 1,091,191 1,101,030

613 625 637
1,442,624 1,458,319 1,414,133

51,550,382 51,513,9311 51,598,013

SIS,OOO 51S,ooo 520,000
4,162 3,410 2.560
5,019 6,731 5,995
8,173 5,236 5,266
4,464 4,249 4,414

35,365 38,938 (2) 33,900 (2)
36,514 39,063 39,142

108,168 112,628 111,871

&,293 ll,Ol4 ll,331
649,000 649,000 649,000
114,125 114,125 114,125
250,000 250,000 250,000

986 986 986
1,570 1,510 1,510

20,161 20,159 20,157
14,073 13,093 11,535
29,173 30,176 36,433

5,099 5,142 5,116
\.153,081 l,lS5,935 1,160,913

12,097 12,091 12,097

39 39 39
2 2 2

611,459 611,459 611,459
(310,814) (310,814) (310,815)
(78,127) (61,285) (2) (41,3&1)
222,559 239,401 259,299

(6,123) (6,123) (6,123)
2t6,436 233,218 H3,176

51,550,382 51,573,938 S1,598,013

See Accorn panylnR NOlts
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Footnotes to the Financial Statements:

1. The closing of the Financial Statements of the Debtors for the year ended December 31,
1996 has not been completed. Therefore, in addition to the adjustments described herein,
the Financial Statements included in this Monthly Operating Report do not reflect the effect
of other adjustments for the year ended December 31, 1996, which adjustments will have a
material effect on the Debtors' financial position.

The Debtors believe that there will be adjustments to their Accounts Receivable, Inventory,
Fixed Assets, Intangible Assets and Depreciation Expense. There may also be adjustments
to certain other accounts as a result of the Debtors' filing for protection under Chapter 11
of the US Bankruptcy Code on January 30, 1997.

In March 1995, the Financial Accounting Standards Board issued Statement of Financial
Accounting Standards No. 121, "Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets, to be Disposed Of' ("SFAS 121"), which is effective for financial
statements for fiscal years beginning after December IS, 1995. Under certain circumstances,
SFAS 121 requires companies to write down the carrying value of long-lived assets recorded
in the financial statements to the fair value of such assets. A significant amount of the assets
of the Company, which were acquired as a result of the acquisitions of businesses, including
the Dial Page and MobileComm acquisitions, were recorded in accordance with principles of
purchase accounting at acquisition prices and constitute long-lived assets. The Company has
determined, and its independent auditors have concurred, that SFAS 121 is applicable to the
Company, and therefore the Company may be required to write down the carrying value of its
long-lived assets to their fair value. The Company believes the amount of the write down
could be material: however, it is not possible at this time to determine such amount. Since the
Company cannot comply with SFAS 121 at this time, it is unable to issue audited financial
statements in compliance with generally accepted accounting principles. Consequently, the
Company will not file its Report on Form 10-K or its other periodic reports under the
Securities Exchange Act of 1934, as amended. Accordingly, the Company is unable to
comply with the continued listing requirements of the Nasdaq National Market and has
requested that its Common Stock be delisted. On June 3, 1997, the Company announced that
it had determined to delist its Class A common stock, par value $.001 per share, which was
traded on the Nasdaq National Market.

Page 7 of 19



Footnotes to the Financial Statements (continued):

2. On January 30, 1997 (the "Filing Date"), MobileMedia Corporation (the "Company"),
MobileMedia Communications, Inc. ("MobileMedia Communications") and all seventeen
of MobileMedia Communications' subsidiaries filed for protection under Chapter 11 of
title 11 of the United States Code (the "Bankruptcy Code"). The Debtors are operating as
debtors-in-possession ("DIP") and are subject to the jurisdiction of the United States
Bankruptcy Court for the District of Delaware (the "Bankruptcy Court").

The Court has authorized the debtors to pay certain pre-petition creditors. These permitted
pre-petition payments include (i) employee salary and wages; (ii) certain employee benefits
and travel expenses; (iii) certain amounts owing to essential vendors; (iv) trust fund type
sales and use taxes; (v) trust fund payroll taxes; (vi) customer refunds; and (vii) customer
rewards.

3. Since the Filing Date, the Debtors have continued to manage their business as debtors-in
possession under sections 1107 and 1108 of the Bankruptcy Code. During the pendency of
the Chapter 11 cases, the Bankruptcy Court has jurisdiction over the assets and affairs of
the Debtors, and their continued operations are subject to the Bankruptcy Court's
protection and supervision. The Debtors have sought, obtained, and are in the process of
applying for, various orders from the Bankruptcy Court intended to stabilize and
reorganize their business and minimize any disruption caused by the Chapter 11 cases.

4. The Consolidated Statements of Operations include: (a) adjustments to reflect the recording
of an allowance for estimated disparities between recorded revenues and collections in the
amounts of $2.0, $4.0 and $10.1 million for the months of May, April and March,
respectively. Of the $10.1 million adjustment in March, $6.7 million relates to January
and February 1997. Accordingly, results for the month of March 1997 are not indicative of
the Debtors' underlying performance during that month; and (b) an adjustment made in
March in the amount of approximately $1.0 million to decrease Cost of Products Sold
during the first quarter of 1997. Such adjustment is offset by a reduction in an Inventory
reserve established as of December 31, 1996. See Headnote 1 to the Consolidated Balance
Sheet.
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Footnotes to the Financial Statements (continued):

5. The Consolidated Balance Sheets include the following adjustments: (a) in March an
approximate $1.0 million reduction in an Inventory reserve established at December 31,
1996; and (b) adjustments to previously reported Balance Sheet items for months prior to
May 1997, consisting of (i) an adjustment in March of approximately $2.8 million to
increase Accrued Expenses and Other Current Liabilities, reflecting a review of accounts
payable and the accrual of certain amounts at December 31, 1996, and a corresponding
increase in Property and Equipment, Net, (ii) an adjustment in April of approximately $0.8
million to decrease Accrued Expenses and Other Current Liabilities, reflecting a review of
accounts payable and the accrual of certain amounts at December 31, 1996, and a
corresponding decrease in Property and Equipment, Net, and (iii) an adjustment in April of
approximately $1.0 million to decrease Property and Equipment, Net, reflecting a
correction in the reporting of the April results, and a corresponding increase in the
Accumulated Deficit - Post Petition. See Headnotes 1 and 2 to the Consolidated Balance
Sheets.

6. During the month of February 1997, the Debtors drew down $45 million of their DIP
facility with The Chase Manhattan Bank, as agent for the lenders thereunder (the "DIP
Lenders"). During the months of March and April 1997, the Debtors repaid $25 million
and $5 million, respectively, of borrowings under the DIP facility.

7. The Company is the second largest paging company in the U. S., with approximately 4. 1
million units in service at May 31, 1997, and offers local, regional and national paging
services to its subscribers. The Company is reviewing its units in service to detennine the
number of units which require removal from its billing system for which payment is
delinquent. The consolidated financial statements include the accounts of the Company and
its wholly-owned subsidiaries. The Company's business is conducted primarily through
the Company's principal operating subsidiary, MobileMedia Communications, Inc.
("MobileMedia Communications") and its subsidiaries. The Company markets its services
primarily under the "MobileComm" brand name. All significant intercompany accounts
and transactions have been eliminated.

8. As previously announced in its September 27, 1996 and October 21, 1996 releases, the
Company discovered misrepresentations and other violations which occurred during the
licensing process for as many as 400 to 500, or approximately 6% to 7%, of its
approximately 8,000 local transmission one-way paging stations. The Company caused an
investigation to be conducted by its outside counsel, and a comprehensive report regarding
these matters was provided to the Federal Communications Commission (the "FCC") in
the fall of 1996. In cooperation with the FCC, outside counsel's investigation was
expanded to examine all of the Company's paging licenses, and the results of that
investigation were submitted to the FCC on November 8, 1996. As part of the cooperative
process, the Company also proposed to the FCC that a Consent Order be entered which
would result, among other things, in the return of certain local paging authorizations then
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Footnotes to the Financial Statements (continued):

held by the Company, the dismissal of certain pending applications for paging
authorizations, and the voluntary acceptance of a substantial monetary forfeiture.

On January 13, 1997, the FCC issued a Public Notice relating to the status of certain FCC
authorizations held by the Company. Pursuant to the Public Notice, the FCC announced
that it had (i) automatically terminated approximately 185 authorizations for paging
facilities that were not constructed by the expiration date of their construction permits and
remained unconstructed, (ii) dismissed approximately 94 applications for fill-in sites
around existing paging stations (which had been filed under the so-called "40-mile rule")
as defective because they were predicated upon unconstructed facilities and (iii)
automatically terminated approximately 99 other authorizations for paging facilities that
were constructed after the expiration date of their construction permits. With respect to the
approximately 99 authorizations where the underlying station was untimely constructed, the
FCC granted the Company interim operating authority subject to further action by the
FCC.

On April 8, 1997, the FCC adopted an order commencing an administrative hearing into
the qualification of the Company to remain a licensee. The order directs an Administrative
Law Judge to take evidence and develop a full factual record on directed issues concerning
the Company's filing of false forms and applications. The Company is permitted to
op~rate their licensed facilities and provide service to the public during the pendency of the
hearing. The FCC's order initiated a fact-finding and evaluative hearing process to gather
information with which to make a decision, but would not be a final disposition of the
FCC's action. An adverse outcome of this proceeding could result in the loss of the
Company's licenses or substantial monetary fines, or both. Any such outcome would have
a material adverse effect on the Company's financial condition and results of operations.

On April 23, 1997, the Company filed a motion with the FCC seeking a stay of the hearing
proceeding instituted by the FCC order entered April 7, 1997. The motion discusses the
consequences either of a grant or a denial of the motion to the Company and its debt and
equity holders. The Company filed a Current Report on Form 8-K with the SEC that
includes a copy of the motion. On May 2, 1997 the Administrative Law Judge denied the
Company's motion to stay the hearing. The Company subsequently sought an appeal of
the Administrative Law Judge's decision.

On June 6, 1997 the FCC issued an order staying the hearing proceeding. The FCC order
stays the hearing for ten months in order for the Company to develop and consummate a plan
of reorganization that provides for a change of control of the Company and thus a transfer of
the Company's FCC licenses. Under the order, which is based on an FCC doctrine known as
Second Thursday, if there is a change of control that meets the conditions of Second
Thursday, the Company's FCC issues will be resolved by the transfer of the Company's FCC
licenses and the hearing will not proceed.
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Footnotes to the Financial Statements (continued):

As noted in the order, the Company believes that a change in control will happen under a
reorganization plan that provides either for a conversion of certain existing debt to equity,
in which case existing MobileMedia shares will be substantially diluted or eliminated, or a
sale of the Company.

The Company cannot be certain what monetary forfeitures or other further actions the FCC
may take in regard to this matter or the timing of any such actions, but such actions could
have a material adverse effect upon the financial condition or operations of the Company.
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OFFICE OF THE U.S. TRUSTEE - REGION 3
CONSOLIDATED STATEMENT OF CASH

RECEIPTS AND DISBURSEMENTS
For the month ended May 31, 1997

Debtor Name: MobileMedia Corporation et at.

Case Number: 97-174 (PJW)

The Debtors have 63 bank accounts. In order to minimize costs to the estate, the Debtors have
included a GAAP Statement of Cash Flows for the reporting period which is attached. The
Statement of Cash Flows replaces the listing of cash receipts and disbursements, copies of the
bank statements, and bank account reconciliations.
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HEADNOTES:

The closing ofthe Financial Statements ofthe Debtors for the year ended December 31, 1996 hu not been completed. Therefore,
tire Financial Statements included in tlris M ontlrly Operating Report do not refkct tire effect ofcertain adjustments for the year
ended December 31,1996, which adjustments wiU be mtlteriaL

The Debtors believe thal there wiU be adjustments to their AccoulIt.f Receivable, InVf!ntory, Fiud Assets, Intangible Assets and
Deprecial;oll Expense. There wiU also be adjustmellu to certaill otJcer accounts as a resU" ofthe Debtors' fiUngfor protection
under Chapter II ofthe US Bankruptcy Cock on January 30, 1997.

The Consolidated Statement ofCuh Flows should be read in conjullct;on with aU ofthe footnotes disclosed on pages 71hrough
II ofthis report. Results for the month ofMarch 1997 are not intlklltiw! ofthe Debtors' underlying perfomuJnce during thal
month.

MobileMedia Corporation and Subsidiaries
Consolidated Statements or Cash Flows

For The Months Ended May 31,1997, April 30, 1997, and March 31, 1997
(Unaudited)

(in thousands)

May
1997

April
1997

March
1997

Operating Activities
Net Loss
Adjustments To Reconcile Net Loss To Net Cash
Provided By (Used In) Operating Activities:

Depreciation And Amortization
Provision For Uncollectible Accounts And Returns
Undistributed Earnings OfAffiliate
Deferred Financings Fees, Net
Change In Operating Assets and Liabilities:

Accounts Receivable
Inventory
Prepaid Expenses And Other Assets
Accounts Payable, Accrued Expenses and Other

Net Cash Provided By (Used In) Operating Activities

(SI6,843) (SI9,898) (523,492)

17,938 20,250 19,017
5.527 8,046 13,767

(28) (28) (64)
554 554 554

(4,842) (3,008) (6.353)
1,445 (386) (1,382)

358 (841) (78)
(6,714) 762 20,903
(2.605) 5,451 22,872

(3,972)

(3,972)

(4.373)
--...;....;._....:.

(4,373)

(2,768)
--...;....;._....:.

(2.768)

Investing Activities
Construction And Capital Expenditures.

Including Net Change In Pager Assets

Net Cash Used In Investing Activities

Financing Activities

Repayments of DIP Credit Facility
Net Cash Provided By (Used In) Financing Activities

Net Decrease In Cash And Cash Equivalents
Cash And Cash Equivalents At Beginning Of Period
Cash And Cash Equivalents At End or Period

0 (5,000) (25.000)
0 (5,000) (25,000)

(5.374) (3.920) (6,101)
10.523 14,444 20,545
S5.150 S10.523 $14,444

See Accompanying Notes
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OFFICE OF THE U.S. TRUSTEE - REGION 3
STATEMENT OF ACCOUNTS RECEIVABLE AGING AND

AGING OF POSTPETITION ACCOUNTS PAYABLE
For the month ended May 31, 1m

Debtor Name: MobileMedia Corporation et ale

Case Number: 97-174 (PJW)

ACCOUNTS RECEIVABLE AGING
$ 29.581.296 o- 30 days old

25,182,961 31 - 60 days old
16,229,821 61 - 90 days old
64.947,604 91 + days old

135,941.682 TOTAL TRADE ACCOUNTS RECEIVABLE
( 49,872,108) ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS

86,069,574 TRADE ACCOUNTS RECEIVABLE (NEn
2,949,245 OTHER NON-TRADE RECEIVABLES

$ 89.018,819 ACCOUNTS RECEIVABLE, NET

AGING OF POSTPETITION ACCOUNTS PAYABLE
0-30 31-60 61-90 91+
Days Days Days Days Total

ACCOUNTS PAYABLE $ 7,843,196 269,809 48,009 12,459 $ 8,173,473
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OFFICE OF THE U.S. TRUSTEE - REGION 3
STATEMENT OF OPERATIONS, TAXES,

~SURANCEANDPERSONNEL

For the month ended May 31, 1997

Debtor Name: MobileMedia Corporation et al.

Case Number: 97·174 (PJW)

STATUS OF POSTPETITION TAXES

BEGINNING AMOUNT ENDING
TAX WITHHELD AMOUNT TAX DELINQUENT

LIABILITY OR ACCRUED PAID LIABn.ITY TAXES

FEDERAL
WITHHOLDING $ 0 $ 2.348.297 $ 2,348.297 $ 0 $ 0
FICA-EMPLOYEE 0 1.208,412 1.208.412 0 0
FICA-EMPLOYER 42.505 1.085,750 1,128.255 0 0
UNEMPLOYMENT 5.502 23.814 29.316 0 0
INCOME 0 0 0 0 0
TOTAL FEDERAL TAXES 48.007 4.666.273 4.714.280 0 0

STATE AND LOCAL
WITHHOLDING 0 397.130 397,130 0 0
SALES 969.242 228.752 627,730 570.264 0
UNEMPLOYMENT 49.964 169.770 219,734 0 0
REAL PROPERTY 1,032,055 321,359 0 1,353,414 0
OTHER 26.604 78.911 43.347 62,168 0

TOTAL STATE AND LOCAL 2.077.865 1,195,922 1.287,941 1,985.846 0
TOTAL TAXES $ 2.125,812 $ 5.862.195 $ 6.002.221 S 1.985.846 $ 0
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PAYMENTS TO INSIDERS AND PROFESSIONALS
For the month ended May 31, 1997

INSIDERS

Payee Name Position Salary!Bonusl Reimbursable
Auto Allowance Exoenses Total

Alvarez & Marsal Chairman - Restructuring 0 0 0
Inc. - Joseph A.
Bondi
Boykin, Roberta Assistant Secretary $ 17,942 $ 0 $ 17,942
Burdette, H. Stephen Senior VP Corporate 39,782 7,779 47,561

Development and Acting
Senior VP Operations

Cross, Andrew Executive VP Sales and 25,500 5,097 30,597
Marketin2

Grawert, Ron Chief Executive Officer 46,154 9,867 56,021
Gray, Patricia Secretary/Acting General 25,752 568 26,320

Counsel

Gross. Steven Senior VP Marketing 63,385 3,512 66,897
Hilson, Debra Assistant Secretary 7,418 1,843 9,261
Hughes, Curtis Assistant VP Mgmt. 20,949 482 21,431

Infonnation Systems

Pascucci, James Assistant Treasurer 21,473 6,405 27,878
Pittsman, Santo Senior VP of 23,769 0 23,769

Administration and
Business Plannin~

Shea, Kevin Treasurer 39,792 0 39,792
Witsaman, Mark Senior VP and Chief 20,884 4,318 25,202

Technolo~y Officer
TOTAL PAYMENTS TO INSIDERS $ 392,671
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PAYMENTS TO INSIDERS AND PROFESSIONALS (Continued)
For the month ended May 31, 1m

PROFESSIONALS
Holdback

Date of and
Name and Relationship Court Invoices Invoices Invoice

Approval Received (l) Paid Balances
Due

l. Ernst & Young - Auditor. Tax and 1/30/97 $ 0 $ 491,388 $ 226,113
Financial Consultants to Debtor

2. Latham & Watkins - Counsel to 1/30/97 192,556 91,266 242,632
Debtor

3. Alvarez & Marsallnc.- Restructuring 1/30/97 246,403 129,951 301,343
Consultant to Debtor (2)

4. Sidley & Austin - Bankruptcy 1/30/97 215,482 142,103 296,049
Counsel to Debtor

5. Young, Conway, Stargate & Taylor - 1/30/97 0 0 0
Delaware Counsel to Debtor

6. Wiley, Rein & Fielding - FCC 1/30/97 146,858 23,342 187,010
Counsel to Debtor

7. Koteen & Naftalin - FCC Counsel to 6/11/97 0 0 0
Debtor

8. Houlihan, Lokey, Howard & Zukin - 6/04/97 0 0 0
Advisors to the Creditors'
Committee

9. Jones, Day, Reavis & Pogue- 4/03/97 17,833 19,647 25,101
Counsel to the Creditors'
Committee

10. Morris, Nichols, Arsht & Tunnell - 4/03/97 0 0 0
Delaware Counsel to the Creditors'
Committee

11. Paul, Weiss, Rifkind, Wharton & 5/2/97 37,804 0 47,126
Garrison - FCC Counsel to the
Creditors' Committee

TOTAL PAYMENTS TO PROFESSIONALS $ 856,936 $ 897,697 $ 1,325,374

(1) Invoices received excludes invoices for fees and expenses through May 31, 1997 that were
received by the Debtors subsequent to May 31, 1997.

(2) Includes fees and expenses for David R. Gibson, Senior Vice President and Chief Financial
Officer (effective June 24, 1997).
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ADEQUATE PROTECTION PAYMENTS
For the month ended May 31, 1997

SCHEDULED AMOUNTS
MONTHLY PAID TOTAL
PAYMENTS DURING UNPAID

NAME OF CREDITOR DUE MONTH POSTPETITION

The Chase Manhattan Bank: - (Interest) $ 4,592,482 $ 4,592,482* $ 0

* Payment made on 6/2/97.

QUESTIONNAIRE
For the month ended May 31, 1m YES NO
I. Have any assets been sold or lransferred oulSide the normal course of business this reporting period? No
2. Have any funds been disbursed from any account other than a deblOr in possession account? No
3. Are any postpetition receivables (aCCOllnlS. nOles. or loans) due from related parties? No
4. Have any payments been made of prepetition liabilities this reporting period? Yes
S. Have any postpetition loans been received by the deblOr from any pany? Yes
6. Are any postpetition payroillaxes Pasl due? No
7. Are any postpetition Slale or federal income laxes paS! due? No
8. Are any postpetition real eSlale laxes pasl due? No
9. Are any postpetilion laxes paSl due? No
10. Are any amounlS owed 10 poslpetition credilOrs pasl due? No
11. Have any prepetition laxes been paid during the reporting period? Yes
12. Are any wage paymenlS past due? No

If the answer to any of the above questions is "YES", provide a detailed explanation of
each item.

Item 4 & 11. The Court has authorized the Debtors to pay certain pre-petItion creditors.
These pennitted prepetition payments include (i) employee salary and wages;
(ii) certain employee benefits and travel expenses; (iii) certain amounts owing to
essential vendors; (iv) trust fund type sales and use taxes; (v) trust fund payroll
taxes; (vi) customer refunds; and (vii) customer rewards.

Item 5. During the month of February 1997, the Debtors drew down $45 million of
their DIP facility with The Chase Manhattan Bank, as agent for the lenders
thereunder. During the months of March and April 1997, the Debtors repaid
$25 million and $5 million, respectively, of borrowings under the DIP facility.
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INSURANCE
For the month ended May 31, 1997

There were no changes in insurance coverage for the reporting period.

PERSONNEL
For the month ended May 31, 1997

Full Time Part Time
1. Total number of employees at beginning of period 3,361 165
2. Number of employees hired during the period 39 10
3. Number of employees terminated or resigned during the period (25) (20)
4. Total number of employees on payroll at end of period 3,375 155
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